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To the 


We have examined the statements cf financial condition of 
the Export-import Bank of the United States as of September 30, 
1980 anc 1979, and the statements of income and analvsis of 
reserve for contingencies and cefaults, and te chanees in § 
financial position for the years then ended. Gur examinations 
were made pursuant to the Government Ce oats SontrolsAc. 
(31 U.S. 641-870) and in accordance with generally accented 
Government atiditing standards, and accordincly included such 


tests of 
adures as 


The 


Gends as 


increased in fiscal year 1980, the risk cf incurring possible 
future losses increased to a larcer extent. This increas:d 


. 


biSh 45 Guc Piimaviiy cto i19can purchases, outstanding purchase 
aareement 
Statement of Financial Condition and notes 4, 6, and &.) 


The adequacy of the reserve cannot be realistically 
pecause of the uncertain nature of future foreign 
€conomic and political conditions. For example, the effects 
of Gevelopments in Iran on the Bank's exposure in that country 
Ls not Geterminable at this time. At. September 30, 1980, the 
Bank's exposure’ in Iran was $312.1 million, including loans of 
$305.7 million considered to be in a delincguent status. 

(See note 4.) 


assessed 


ANY 


Board of Pirecto 
Export-Import Bank of t 
United States 


the accounting records and such other auditing 
we ccnsidered necessary in the circumstances. 


Bank states its inceme before providing a reserve for 
losses that may be sustained on loans, quarantees, and insur- 
ance. However, it retains accumulatéd net income after divi- 
a reserve for such losses. Althcuch tne reserve 


CS 


losses the Bank may incur on purchases of defaulted 
commercial loans covered by Bank quarantees or insurance and 
rescheduled under countrywide debt consolidations also are 

chareeable aqainst the reserve. In fiscal year 1980 the Bank 
purchased loans totaling $90.4 million. Cumulative loan pur- 
chases sinc 


cumulative 


agreements, the Bank may be called upon se purchase additional 
loans totaling as much as $213 million. (See note 6.) 


repayments nave been $13.8 million. Under existing 
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and principal and interest delinauencies. (See 


fiscal year 1977 have been $205.1 million, while 
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In addition, the reserve is subject to impairment because 
the Bank's current funding rates are higher than its lending 
rates. As a result: the Bank's average cost of borrowed funds 
as of September 30, 1980, exceeded its interest income from 
cutstanding loans by about 1.7 percent. This represents a 
0.6 percent increase over the 1.l percent interest rate dif- 
ferential as of September 30, 1979. If this trend continues, 
the Bank could be in a loss position by fiscal year 1982. 
Based on data we obtained subsequent to the balance sheet 
date the iifferential had increased and the reserve could be 
exhaustéu within 7 to 8 years. 


The difference between the Bank's borrowing and lending 
rates may be further aggravated as a result of a fiscal year 
1980 agreement between the Bank and the Private Export Fund- 
ing Corporation (PEFCO). This:‘agreement provides that the 
Sank and PEFCO will share in providing $1.35 billion-of export 
financing at fixed rates of interest quoted by the 8ank to 
foreign borrowers. Under the agreement, the Bank has guaran- 
teed to make up any difference between the borrowers‘ interest 
payments and PEFCO's interest charges. (See note 8.) Because 
of the various contingencies, we are unable to express an 
opinion on the adequacy of the reserve. 


In our opinion, except for the amount reserved for contin 
gencies and defaults, the accompanying financial statements 
present fairly the financial position of the Export-Import 
Bank at September 30, 1986 and 1979, and the results of its 
operations and changes in its financial position for the years 
then ended in conformity with generally accepted accounting 
principles applied on a basis consistent with that of tne 


preceding year. 


Acting Comptroller General 
of the United States 
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Note 1: Enabling Legislation and Basic Accounting Principles 


Eximbank is an independent corporate agency of the United 

States. The primary legislation governing its operations 

consists of the Export-Import Bank Act of 1945, as amended 
through November 10, 1978, and the Government Corporation 

Control Act. 


Eximbank's accounting records are maintained on an accrual 
basis with the exception of write-offs of loans and payment 
of claims on guarantees and insurance policies. Loans are 
written off and charged to income when Eximbank determines 
that the outstanding principal balance is uncollectable. 
Interest on delinquent loans receivable is accrued until 
such time as Eximbank determines on a case-by-case basis 
that a particular delinquent loan should be nonaccruing. 
Claims, except for purchases of assets (see footnote 6), 
are charged to income in the year paid. Later recoveries of 
amounts written off or of amounts which have been paid as 
claims are treated as income in the year received. 


The commitment authority of Eximbank under the Export-Import 
Bank Act to lend, guarantee, and insure is limited to $40 
billion outstanding at any one time. Under the Act loans 
are charged against the $40 billion limitation at ‘00 
percent of their authorized amount. Guarantees and insur- 
ance are charged against the $40 billion limitation at not 
less than 25 percent of Eximbank's contractual liability, 
witn tne proviso that the aggregate amount of guarantees and 
insurance so charged may not exceed $25 billion outstanding 
at any one time. Thus, Eximbank's contractual commitments 
sutstanding at any one time could reach $58.75 billion, 
consisting of $25 billion of guarantees and insurance 
outstanding, resulting in a $6.25 billion charge against 

the $40 billion limitation, and $33.75 billion (additional 
commitments) charged at i109 percent against the limitation. 
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At Septenber 30, 1980, the committed and uncommitted authority to lend, 
uarantee, and insure was: 


(S$SMillions) 


Cateaory Chargq 
Loans Sc lea ie eb 


Guarantees $76, 178.2 
Insurance ; «8 

SII, 745.0 e25% 2,937.3 
Committed 24,549.29 
Uncommitted t55650.) 
Tota! Statutory Authority $40 000.0 


Note 2: Borrowinus from the U.S. Treasury and the Federal Financing Bank 
ximbank does not receive any appropriated funds. Ttihas authority, under 
its Act, to borrew direct y from the U.S. Treasury and to have outstanding 
at any one time up to $6 billion of such borrowings. Eximbank avails 
itself of this authority for its short-term needs on a daily basis at a 
9l-day Treasury bil! rate. Excess cash is used to reduce these borrowings 
on a daily basis. The average rate for such short-term borrowings, for 
the quarter ending September 30, 1980, was 7.95 percent. 


In previous years, Eximbank borrowed to meet its medium-term needs through 
the issuance of debentures and participation certificates. One certificate 
for $250 miliion with an interest rate of 5.10 percent is still outstanding 
and matures in 1982. 


Eximbank is now borrowing from the Federal Financing Bank (FFB) for its 
medium- and long-term needs. During the year ending September 30, 1980, 


Eximbank borrowed the following from the FFB: 


($ Millions) Final 

Date Amount Rate Maturit 
12703779 $ 949.8 10.559% 12701789 
3/03/80 124.0 12.694 3/01/90 
3/03/80 1\300 = iiegac| 3/01/90 
6/02/80 840.2 9.988 6/01/90 
6/02/80 209.3 10.293 6/01/90 
9/02/80 637.0 Lidine by 9/01/90 
9/02/80 230-2 11.509 9/01/80 


As Eximbank is usually a net borrower of funds, it is planned tnat net 

short-term borrowings from the U.S. Treasury will be repaid quarterly by 
borrowing from the FFB on a medium- and long-term basis at a U.S. Government 
agency borrowing rate appropriate to the term of the borrowing. 
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Note 3: United States Government Investment in Eximbank a 


The investment of the U.S. Government in Eximbank consists of the fo'lowing: 


“9 


($ Millions) 


September 30, 1980 September 30, 1979 

Capital stock held by 

Y.S. Treasury $ 1,000.0 § 1,000.0 
Reserve for Contin- 

gencies and Defaults CO HeS Pe OW ie 
Dividend Payable to 

U.S. Treasury -0- S520 
Notes Payable to Fed- 

eral Financing Bank 10,066.9 7,952.9 


Total $73 .254.3 $17 .065.6 


No dividend was declared from FY 1980 net income. 


Note 4: Delinquent Loaris 

h on himents of prificipal or interest past due 9U0-days or 
more are classified as delinquent on the Statement of Financial Condition. 
The outstanding principal amount of delinquent loans is summarized on 


a comparative basis (see table below). 


Delinquent interest of $59.9 million has accrued and is carried as a receiv- 
abie. The difference between this figure and the $96.3 million snown in the 
table represents mainly interest on loans which are non-accruinag for financial 
statement purposes. 


The delinquent loans to China were made in 1946 to the then recognized 
government of China. The delinquent loans to Cuba pertain to loans maae 
before 1961, when a prior government existed. 


Tn FY 1980 Eximbank rescheduled principal and interest installments of 
$86.3 million (see footnote 5). At the time of the reschedulinas, $13.3 
million ($6.2 million principal and $7.1 million interest) was past due 90- 
days or more. 


Since Jecember 21, 1979, Eximbank has accelerated certain loans and quarantees 
totaling $310.3 million which had been made to or quaranteed by the government 
of Iran. These loans were accelerated on the basis of defaults on sch#duied 
repayments to Eximbank or loans with cross-default clauses. 
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Note 5: Rescheduled Loans 

From time to time Eximbank must extend the repayment date of some or 
all principal instaliments of a loan to a new schedule because the 
obligor or country has encountered temporary financial difficulty and 
the Directors of Eximbank have determined that providing relief in 
this manner will aid collectability and enable the obligor ultimately 
to service the debt. 


All loan maturities which were previously rescheduled in this manner 

are current at September 30, 1980, except for 20 loans with an aggregate 
outstanding principal balance of $158.0 million as to which principal 
and interest installments amounting to $29.8 million are 90-days or 

more past due. These 20 loans are included in the delinquent classi- 
fication on the Statement of Financial Condition. In FY 1980 Eximbank 
rescheduled principal and interest installments totaling $86.3 million 
on loans having an outstanding principal balance of $433.8 million. 


Some reschedulings include capitalized interest, which has been 

previously credited to the Reserve for Contingencies and Defaults. At 
September 30,1980, the Reserve of $2,187.4 miilion includes $144.5 million 
of such outstanding capitalized interest of which $105.1 million is 
90-days or more past due. The Reserve also includes past due interest 

on delinquent loans totaling $59.9 million. 


Note 6: Loans Purchased Pursuant to Eximbank Guarantee Aareements 

Claim payments under Eximbank's medium- and short-term guarantee and 
insurance programs are treated as purchases of assets and recorded as 
loans receivable when, in tne opinion of the Board, the prospects of 
repayment and other factors, including materiality and country-wide debt 
consolidation considerations, justifies such treatment. 


The $13,765.11 million of loans receivable at September 30, 1980 includes 
$191.3 million of purchased loans and the $11,859.0 million at September 
30, 1979 includes $105.6 million. As of September 30, 1980, cumulative 
purchases of loan installments totaled $205.1] million and cumulative 
repayments totaled $13.8 million. In accordance with the terms of existing 
guarantee and insurance agreements, Eximbank may be called upon to purchase 
some or all of the remaining $213.0 million of installments relating to 
these loans. 


Fiscal year 1979 and 1980 loan purchases are summarized in the table 
below. 
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Country 


Mauritania 
Nicaragua 
Peru 

Sudan 

Togo 
Turkey 
Zaire 


Total 


ce Re 
($ Thousands ) 
FY 1980 FY 1979 
Loan Loar 
Purchases Purchases 


$ 436.3 $ -0- 


1,149.5 -0- 
-0- 3,870.0 

ep Ee hed! -0- 
889.3 527.7 
19,824.7 21,944.1 
65,088.3 36 ,021.1 
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Note 7: Losses, Claims and Reserve for Contingencies and Defaults 


Losses, claim payments and recoveries for FY 1980 and FY 1979 are: 


($ Thousands) 
0 F 


FY 198 Y 1979 
Loans written off 3 -0- -Q- 
Guarantee claims paid 8,082.1 § 432.2 
Guarantee recoveries (2,889.0) (5,092.7) 
Insurance claims paid 16, 158.4 4,758.1 
Insurance recoveries (5,208.1) (4,108.3) 
Claims Paid, net of 
recoveries $16 .143.4 MERA! 


rt 


The risk to Eximbank from potential losses and claims is not susceptible 
to accurate measurement because of the unpredictable nature of future 
worldwide economic and political conditions. Eximbank's entire Reserve 
is available to cover such losses, claims ana contingencies. Eximbank 
has a Reserve for Contingencies and Defaults of $2,187.4 miliion which is 
15.9 percent of outstanding loans and 6.6 percent of world commitments. 
This Reserve, coupled with Eximbank's $1.0 billion Capital, amounts to 
23.2 percent of outstanding loans and 9.6 percent of world conmitments. 
Note 8: Commitments and Contingent Liabilities 

Eximbank*s worldwide commitments, shown below, include contingent 
liabilities totaling $11,749.0 million at September 30, 1980, and 
$9,548.0 million at September 30, 1979. 


($ Millions) 


FY 1980 FY 1979 
Outstanding Loans Sioes bo. | $11,859.09 
Undisbursed Loans e047 .5 Il ASAP 
Guarantees Contingent — 
Liability 6y178<2 4,961.3 
FCIA Insurance 
Contingent Liability §,570.8 4,586.7 


Total $33, 161.6 $28 699.2 
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In FY 1980, Eximbank and the Private Export Funding Corporation (PEFCO) 
agreed to share in providing a total of $1,350 miliion of U.S. export 
financing for 16 export credits at current fixed rates of interest 
quoted by Eximbank to foreign borrowers. The rates on the loans range 
from 8 percent to 10.7 percent. Eximbank's share of the total is 
$251 million which is included in the total above for undisbursed loans. 
PEFCO's share is $1,099 million, which is guaranteed by Eximbank and is 
included in the figure above for contingent liability for guarantees. 
Under this arrangement, Eximbank will meet any shortfall or retain any 
sess between the borrowers' interest payments and PEFCO's interest 
enarges. PEFCO's interest rate will be determined as disbursements are 
made to the borrower. As of September 30, 1980, no disbursements had 
been made. Recently, PEFCO's interest rate has exceeded the U.S. 
Government's borrowing cost for an equivalent maturity (Eximbank's 
primary financing source) by approximately seventy-five one hundredths 
of one percent. 


Note 9: Maturity Schedule of Outstanding Loans Receivable 


As of September 30, 1980, about 61.2 percent of the outstanding loan: 
receivable balance of $13,765.1 million is projected to be due over 
the next five years and the remaining 38.8 percent is estimated to be 
due thereafter, as indicated below: 


Fiscal 4 Percent 
tears oT Amount of 

Maturities ($ Millions) Total _ 
198] $21,543 81 ee 
1982 62705 11.8 
1¥83 Ve6741 4 12.7 
1984 V683-5 Vee 
1985 1, 8363 1333 
8,431.8 61.2 
1986-2001 ae Cees 38.8 


EPYCET 100.0 


In addition to the $13,765.1 million of outstanding loans there are 
undisbursed loans totalling $7,647.5 million most of which are 
expected to be disbursed over the next 3-5 years. 


